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INTERIOR, DEPARTMENT OF
The two Interior Department agencies responsible for mineral lease management and
accounting, the Bureau of Land Management and the Minerals Management Service,
have announced a Memorandum of Understanding (MOU) to facilitate improved
minerals accountability on all Federal and Indian leases. According to Garrey
Carruthers, Assistant Secretary of the Interior for Land and Minerals Management,
"The purpose of the MOU is to achieve cannon standards and methods for creating
a smooth working relationship between the two Bureaus." The Memorandum covers
four major functional areas: Audit and Inspection Interface; Division of Re
sponsibility; Information Exchange; and, Review of Regulations and Other Policy
Documents.
Implementation of the MOU will be overseen by a Steering Committee
comprised of four senior staff members with responsibility for lease management
activities from both Bureaus. For additional information contact Don Hannaford
at 202/343-3983.
SECURITIES AND EXCHANGE COMMISSION
Corporate "cooked books" and "creative accounting techniques" were mentioned by
Rep. Timothy E. Wirth (D-CO) , Chairman of the House Energy and Commerce Sub
committee on Teleco m unications, Consumer Protection and Finance, in an SEC
oversight hearing on 2/23/84. In an approximately four hour hearing with SEC
Chairman John S.R. Shad and Commissioners Treadway and Cox, Rep. Wirth addressed
a number of areas including "financial failures which have caused great pain
to investors" such as Drysdale Securities, Washington Public Power Supply System,
Baldwin United, and Penn Square. Rep. Wirth went on to question, "are afterthe-fact enforcement actions really a substitute" for the need to regulate in
certain areas.
In the area of accounting, Rep. Wirth said, "Against a backdrop
of increased corporate 'cooked books' and 'creative accounting techniques,'
is it wise for the Commission to take significant steps to deregulate the
accounting profession and put its imprimatur on yet another method of hiding
corporate debt?" Rep. John D. Dingell (D-MI) , Chairman of the House Energy
and Commerce Committee, joined the hearing and questioned SEC actions in a
number of areas including bankruptcy, 10-K's, enforcement, and accounting.
In his prepared statement, Rep. Dingell said, " As you know, the Oversight
Subcommittee has announced the commencement of an investigation of the account
ing profession and the SEC's oversight of accounting standards. We will also
be looking at disclosure policy." Rep. Dingell is Chairman of the Energy Com
mittee's Oversight and Investigations Subcommittee.
The public comment period on possible Commission action affecting Savings and Loan
Associations has recently been extended from 2/13/84 to 3/13/84 by the SEC.
The Commission is considering whether to propose rules or legislation which
would afford certain S&L's the same treatment given banks under certain exemptive provisions of the securities laws (see W ash. Report, 12/19/83, Issue
43). For additional information contact Kathleen A. Jackson at 202/272-2751.
Leland E. Graul and Robert J. Kueppers, CPAs, have been selected to serve as SEC
Professional Accounting Fellows for two-year terms beginning in the summer of
1984. Both men are audit managers, Mr. Graul with Ernst & Whinney and Mr.
Kueppers with Deloitte Haskins and Sells. At the Commission, Messrs. Graul
and Kueppers will work directly with Chief Accountant Clarence Sampson, and
will be involved in the study and development of rule proposals under Federal
securities laws, liaison with professional accounting standard-setting bodies
and consultation with registrants on accounting and reporting matters. Accord
ing to Mr. Sampson, "The Accounting Fellows program, which is entering its
twelfth year, has been a tremendous success. The Fellows are outstandingly
qualified young accountants who bring the Commission a continual fresh per
spective and foster better communication between the Commission and the private
sector." Both gentlemen are members of the AICPA.

-2SMALL BUSINESS ADMINISTRATION
initial drAft of the Accounting Standards and Financial Reporting Requirements
for Small Business Investment Companies has been prepared by the Small
Business Administration and is being distributed in limited numbers for public
comment. According to the SRA, the need for issuing this revision of the
accounting guidelines arose primarily from the fact that the current guide
lines are silent with respect to the treatment of the accounting requirements
of limited partnerships. The table of contents in this initial draft addresses
areas which include selection and qualification of the auditor, scope of the
audit, accounting policies and practices, and general reporting requirements.
Comments are requested by 4/10/84. For additional information contact Thomas
Bresnan at 202/653-6389.
TREASURY, DEPARTMENT OF
Regulations governing the practice of attorneys, Certified Public Accountants,
Enrolled Agents, and Enrolled Actuaries, before the IRS, have been adopted by
the Service (see the 2/23/84 Fed. Reg., pp. 6719-6724) . According to the IRS,
these final regulations reflect the Treasury Department's "concern about the
proliferation of abusive tax shelters in recent years and the role of the IRS
practitioner's opinion in the premotion of such shelters." The Service continued
by noting that the regulations address the problem by imposing duties upon IRS
practitioners who furnish opinions for use in connection with tax shelter
offerings. Comments by CPAs requested clarification of the applicability of
the final rule to practitioners who are associated with financial forecasts or
projections in tax shelter offering materials. The final rule states that prac
titioners who provide such forecasts or projections must comply with the general
rules applicable to partial tax shelter opinions. The regulations are effective
with respect to tax shelter opinions provided after 5/23/84. For additional
information contact Leslie S. Shapiro at 202/634-5135. Copies of the regulations
may be obtained by contacting the AICPA at 202/872-8190, ext. 47.
Philip E, Coates, CPA, was recently appointed Associate Commissioner for Operations
according to IRS sources.
In his new position, Mr. Coates will be responsible
for policy matters affecting all IRS enforcement and compliance operations.
He will direct the activities of assistant commissioners for collection, crim
inal investigation and examination, as well as those of the existing assistant
commissioner for employee plans and exempt organizations. Mr. Coates, who has
been with the IRS since 1952, became a member of the AICPA in 1980.
In a related matter, Norman A. Bolz, CPA, has been appointed to fill Mr.
Coates' former position as Associate Commissioner for Policy and Management.
Mr. Bolz will be responsible for all administrative and general management
functions of the IRS and will oversee the activities of the assistant commissioners for planning, finance and research, human resources and support and services.
Mr. Bolz, formerly with Coopers and Lybrand, International, has been an AICPA
member since 1949.
A 60-page statistical report for 1981 sole proprietorship returns has recently been
made available by the IRS. Hie report contains financial data derived from a
sample of sole proprietorship returns filed for the 1981 income year and processed
during 1982 as well as historical data for income years 1957-80. Data are pre
sented by industry and state on receipts, cost of sales and operations, de
ductions, and net income or deficit. For income year 1981, there were 13.1
million sole proprietorships, business receipts amounting to almost $523 billion,
and net income of just under $49 billion. Copies of the report may be obtained
for $3 from the U.S. Government Printing Office at 202/783-3238.

-3SPECIAL:

FEDERAL DEPOSIT INSURANCE REFORM ACT OF 1984 INTRODUCED

Legislation intended to tighten supervision of new or financially impaired finan
cial institutions, S. 2294, has been introduced by Sen. Paula Hawkins (R-FL) .
In an effort to present "a balanced approach to the problem of bringing
Federal insurance of deposits current with the marketplace realities of today,"
Sen. Hawkins’ bill would include in the definition of "brokers" and "dealer"
in the Federal Securities and Exchange Act of 1934 persons in the business of
engaging in transactions in deposits, thereby requiring them to register with
the SEC. Banks and thrift institutions would be excepted frcm this definition
since "they are already adequately supervised by the Federal banking agencies,"
according to Sen. Hawkins. In addition, while the bill would generally pro
hibit the FDIC or FHLBB frcm limiting insurance coverage now afforded to
brokered deposits, there would be an exception for new or problem financial
institutions. Under this exception, the agencies would be authorized to
establish restrictions on the use of money brokers by new or ailing insti
tutions eligible for supervisory financial assistance. Further, the FDIC
and FHLBB would be required to prepare a brokered funds report annually for
Congress. Hearings on S. 2294 have not yet been scheduled.
SPECIAL;

AICPA PRESENTS TESTIMONY BEFORE WAYS AND MEANS OVERSIGHT SUBCOMMITTEE

The accounting treatment and tax deduction for accrual basis taxpayers for amounts
relating to a future obligation or liability was the main topic of testimony
delivered by Albert B. Ellentuck, Chairman of the AICPA's Federal Taxation
Executive Committee and a partner with Laventhol and Horwath. Mr. Ellentuck
testified before the House Ways and Means Committee's Oversight Subcommittee
on 2/24/84. In his prepared statement, Mr. Ellentuck said, "In order to deal
with the problem of extremely long-term obligations, we would suggest a method
whereby the obligation is accrued when it is established under the all events
test and is amortized over the period to which it applies and in which it gen
erates revenue. This is in contrast to the Treasury proposal, released in the
last few days, which effectively would place taxpayers on what amounts to a
cash basis for recognizing the obligation and obtaining a tax deducation."
He went on to say that, "if the type of legislation being proposed by Treasury
or Senate Finance is nevertheless pursued, two further factors should be con
sidered. First, the application of the legislation should be specifically
limited to problems causing concern, such as strip mining reclamation, nuclear
power plant decommissioning, workman's compensation, and supplemental unemploy
ment benefits and plant closings. Secondly, it should be applied to the
revenue side of accruals as well as to the expense side." Hearings on similar
issues will be held by the Ways and Means Committee on 2/28/84.
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